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Edward MacColl

From: Edward MacColl

Sent: Tuesday, October 12, 2010 10:36 AM
To: 'Fox, Danielle’

Cc: '‘Robert Tardy'; Sharon Terry
Subject: FW: Attached Image

Attachments: 1665_001.pdf

Danielle,

Mrs. Terry wanted me to get you additional materials so that we could be certain we had provided everything for
which members of the the committee might be looking. We understood at the last hearing that at least some on
the committee felt that it was incumbent upon the committee (given the amendment creating 8 M.R.S. §1036(5))
to determine where each dollar of racino monies distributed by the state was ultimately spent. In reviewing
section 1036, | was not left with the impression that the law was intended to impose such a difficult burden on the
committee, but against the possibility that [ am mistaken, we are providing herewith that best information we can
to address the question. The attached information includes the following:

1. A summary | prepared,;
2. Another copy of the previously provided report showing that the
declined since 2002 by more than the racino revenues have added, meaning th*t ‘h trac& S
g P - L.

aratine ~ o roNIAan iAol P H

Operaisns now P pluuuu:; iess in gross revenues UHCI 1Qirn
was generated before the 2003 racino referendum;

3. A report prepared by Davric’s accountant, summarizing all revenues and expenses from operations
(including all contributions to and distributions from the various state funds) from 2005 (when the
racino opened) forward;

4, A listing of all capital improvements the track has funded over that time period, but excluding those
improvements for which the track received reimbursement from the separate capital improvement
fund that is a creature of 8 M.R.S. §287(2).

I will bring 20 copies of the attached submission and this coverinq electronic message with me to tomorrow ]
other rnformatlon is requlred or has been requested

Best regards,

Edward S. MacColl

Thompson, Bull, Furey, Bass and MacColl

120 Exchange Street

Portland, Maine 04112
207-774-7600

10/12/2010



Consolidated Submission of Davric Maine Corporation to the Joint Standing
Committee of Legal and Veterans’ Affairs

Introduction

To facilitated the committee’s review, pursuant to 8 M.R.S. §1036(5) of the effect of
racino distributions, Davric Maine Corporation submits this consolidated and supplemental
submission explaining how the distributions to it of racino revenues from the fund known as the
“Fund to Encourage Racing at Maine’s Commercial Tracks,” have satisfied their intended
purpose of preserving the diversity of Maine’s tracks and encouraging the conduct of live racing.

Summary

As previously outlined in the remarks of Sharon Terry, the funds have been essential to
Davric’s continued existence and operation. Maine voters in 2003, voted to allow both
comimercial tracks to operate slot machines. The details of the referendum, however, were
drafted by consultants for an investor with an option to buy the Bangor racing operation, and he
included a very short deadline to secure local approval, expecting that it would be more difficult
for the southern Maine track to secure that approval. Faced with potential industry opposition to
his referendum, the investor agreed to work with the industry to change that provision and also to
divert a portion of his own share of his racino revenues to Davric and to others in the industry so
that the referendum would serve its intended and advertised purpose — of enhancing the entire
industry.

The Fund to Encourage Racing at Maine’s Commercial Tracks was an important part of
that compromise. Without that fund, the industry realized that the southern Maine track might
fail and that the purse monies generated by the racino (which initially were to be available only
at the Bangor facility in any event) even if shared with all surviving tracks might be available
might be earned over a very short season. The result could well have been short meets run
largely for wealthy out-of-state horse owners and the death of Maine’s fulltime harness racing
industry.

The fund has allowed Davric to survive, while it continues its pursuit of a gaming license,
which it will need if the southern Maine track is to survive and Maine racing is to flourish in the
long run, as was explained in 1997 by the Maine Harness Racing Task Force appointed b
Governor King the prior year.

All of racino revenues distributed to Davric have offset the operating losses that an
inevitable consequence of running live race meets at tracks that do not have customer drawing
attractions such as slot machines. The losses result from the expanding competition for wagering
dollars, with all other competitors (the lottery, bingo, off-track betting, internet wagering, card




games, and the like) having far lower operating costs than are faced by commercial racing
operations.

The Data

I Increased and Preserved Racing Opportunity.

In the early years of the racino operation, race dates available in Maine increased
substantially, and the Maine Harness Racing Commission has provided that detailed information.
~ This of course was the purpose of the fund. In more recent years, racing has declined; the

decline is attributable to mounting losses at the track. Those losses are the result of precisely
what the Maine Harness Racing Commission predicted back in 1997 — commercial tracks cannot
compete with other tracks that have slot machines. Scarborough Downs, of course, is now
competing not only with tracks in other states that have machines, but also with our friends in
Bangor, who have the advantage of the associated racino. But the distributions from the Fund to
Encourage Racing have allowed the Downs to continue to offer more live racing than all other
tracks and fairs combined.

11. Declining Revenues from Increased Competition.

As outlined above and in Davric’s earlier submission, Davric’s revenues have declined
over the life of the racino in Bangor. To document the decline, we attach as Exhibit A, a copy
of our previously-submitted spreadsheet entitled Pari-mutuel/Stipend Revenue Analysis, which
lists all of Davric’s revenues from operations since 2002, the year before the racino referendum.
The listed revenues include not only Davric’s revenues from wagering at the track, but all
distributions Davric receives from the various state-mandated revenue sharing funds that are part
of harness racing. As Maine law makes clear, those funds are an important part of the balance by
which the diversity of Maine’s harness tracks is preserved. Davric contributes more to many of
the funds than it receives. The Analysis shows that Davric’s total revenues from the funds and
from all wagering at the track, including the distribution from the Fund to Encourage Racing at
Maine’s Commercial Tracks declined by $127,650 from 2002, three years before the racino
opened, to 2009, when Davric received over $1.3 million in shared racino revenues. Again, this
effect is not surprising. It is exactly the result predicted by the Maine Harness Racing Task
Force when it explained that a Maine track could not compete with other tracks that offer gaming
alternatives. The fund has proven to be a necessary and desirable method of counteracting the
effect of increased gaming and allowing for the preservation of Maine racing opportunity. Still,
while Davric’s overall revenues have been declining (even including the racino distributions), its
expenses have increased. As a result Davric faces operating losses, even after accounting for the
racino distributions, as Ms. Terry previously outlined.

HI.  Use of the Distributions from the Fund to Encourage Racing at Maine’s
Commercial Tracks.




The principal use of the racino distributions has been to pay operating expenses
associated with the expensive operation of commercial racing, with all distributions not needed
to cover operating revenues being reinvested in the track.

It is important to keep in mind that historically less than half of a track's revenues went to
purses. Scarborough Downs was a pioneer in agreeing to split revenues evenly with its
horsemen. The racino, however, has substantially increased the purses the Downs is able to pay,
while its revenues have not increased, as outlined above.

Thanks to cost cutting efforts, Davric’s operations have produced profits in some recent
years. Our profits and losses from operations are detailed on the report attached hereto as
Exhibit B. Although it seems unusual for the legislature to request such financial information
from citizens, we appreciate that the committee wants to understand our uses of and need for the
revenue sharing that is integral to harness racing. So that you will understand how Davric’s few
profits have been spent, we also submit herewith as Exhibit C a list of Davric’s capital
improvements above and beyond those that were the object of reimbursement from the separate
fund for capital improvement monies. In other words, the projects listed on Exhibit C were
funded out of Davric’s own resources, including its modest profits in those years it realized a
profit. The modest profits generated by Davric have been used exclusively to pay taxes on those

A

profits and to fund capital improvements for the track.

The above reports show that last year Davric operated at a loss, and it is operating at a
loss this year as well. Moreover, its owner, Mrs. Terry, has never taken a dividend from Davric.
Instead, over the course of time her family has operated the track, the track has historic losses
well in excess of $10,000,000.

Respectfully Submitted,

Davric Maine Corporation




TOTAL PARIMUTUEL REVENUE

Paramutuel / Stipend Revenue Analysis

2002 - 2009

REVENUE +/- Cumulative +/-
2002 4,340,687.32
2003 4,171,927 .60 (168,760) (168,760)
2004 4,240,828.56 68,901 (99,859)
2005 4,219,520.71 (21,308) (121,167)
2006 4,753,215.84 533,685 412,529
2007 4,557,453.66 (195,762) 216,766
2008 4,637,174.03 (20,280) 196,487
2009 4,213,036.94 (324,137) (127,650)
COMPONENT REVENUE SOURCES:
INTERSTATE WAGER
STRAIGHT EXOTIC TRACK
YEAR COMMISSION COMMISSION REVENUE Cumulative +/-
2002 1,113,472 3,044,064 2,648,345.26
2003 1,077,425 3,132,738 2,674127.24 25,781.98
2004 1,137,975 3,171,783 2,742,799.31 94,454.05
2005 1,191,902 3,180,967 2,788,717.17 140,371.91
2006 1,128,453 3,139,489 2,716,421.51 68,076.25
2007 1,028,801 3,060,852 2,594,838.40 (53,506.86)
2008 971,360 2,833,575 2,416,377.80 (231,967.46)
2009 803,019 2,466,297 2,071,346.18 (576,999.08)
ON -TRACK LIVE WAGER
STRAIGHT EXOTIC TRACK
YEAR HANDLE HANDLE REVENUE Cumulative +/-
2002 849,405 1,767,088 414,216.39
2003 769,927 1,561,505 368,828.50 (45,387.89)
2004 806,284 1,721,499 400,457.75 (13,758.64)
2005 680,993 1,445,020 336,751.40 (77,464.99)
2006 726,974 1,630,422 373,961.36 (40,255.04)
2007 542,707 1,277,760 289,158.48 (125,057.91)
2008 600,182 1,264,007 295,218.80 (118,997.59)
2009 585,193 1,285,878 296,667.50 (117,548.89)




OTB PARLOR WAGER

YEAR

2002
2003
2004
2005
2006
2007
2008
2009

FUND TO ENCOURAGE RACING AT MAINE'S COMMERCIAL TRACKS

YEAR
2002
2003
2004
2005
2006

aINN7
LIV

2008
2009

OTB SIMULCAST FUND

YEAR

2002
2003
2004
2005
2006
2007
2008
2009

EXTENDED MEET FUND

YEAR

2002
2003
2004
2005
2006
2007
2008
2009

STRAIGHT EXOTIC TRACK
HANDLE HANDLE REVENUE  Cumulative +/-

285,131.00 831,081.00 88,235.17

234,432.00 701,154.00 73,955.86 (14,279.31)
240,171.00 673,087.00 72,193.49 (16,041.68)
213,415.00 549,043.00 60,275.64 (27,959.52)
205,994.00 499,318.00 55,759.97 (32,475.19)
126,297.00 337,866.00 36,693.28 (51,541.88)
133,223.00 367,268.00 39,564.43 (48,670.74)
121,865.00 347,039.00 37,066.76 (51,168.41)

TRACK
REVENUE Cumulative +/-
111,657.00 111,657.00
943,037.00 043,037.00
1,032,773.00 1,032,773.00
1,222,062.00 1,222,062.00
1,391,927.00 1,391,927.00
TRACK
REVENUE Cumulative +/-
957,941.00
837,765.00 (120,176.00)
819,674.00 (138,267.00)
745,754.00 (212,187.00)
522,834.00 (435,107.00)
487.286.00 (470,655.00)
468,125.00 (489,816.00)
355,745.00 (602,196.00)
TRACK
REVENUE Cumulative +/-
85,368.00
79,736.00 (56,632.00)
76,237.50 (9,130.50)
©64,311.00 (21,057.00)
50,482.50 (34,885.50)
40,093.00 (45,275.00)
30,955.00 (54,413.00)
22,221.00 (63,147.00)



COMMERCIAL MEET STIPEND FUND (CAPITAL IMPROVEMENT FUND)

TRACK

YEAR REVENUE Cumulative +/-
2002 146,581.50

2003 137,515.00 (9,066.50)
2004 129,466.50 (17,115.00)
2005 112,054.50 (34,527.00)
2006 90,719.50 (55,862.00)
2007 76,611.50 (69,970.00)
2008 64,871.00 (81,710.50)
2009 38,063.50 (108,518.00)
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Certified Public Accountants

David M. Poquette, CPA, MST, CVA
Guy A, Glantonio, CPA, MST
Kathy T. Alhoine, CPA

sy %@% 1140 Sllas Deane Hwy.
y Welhersfleld, CT 04109
\ise
Tel; B40.563.7400
Fax: B60.563,7400

Paquette Giantonio
Company,LLC

To the Bpard of Directors
Davric Maine Corporation
Scarborough, Maine

We have compiled the accompanying income statements and supplementary information of Davric
Maine Corporation (a wholly-owned subsidiary of Golden Ark Enterprises, Inc.) for the years
ended December 31, 2009, 2008, 2007, 2006, and 2005, in accordance with Statements on
Standards for Accounting and Review Services issued by the American Institute of Certified Public
Accountants,

A compilation s limited to presenting in the form of financial statements information that is the
representation of management. We have not audited or reviewed the accompanying financial
statements and accordingly, do not express an opinion or any other form of assurance on them.

Management has elected to omit substantially all of the disclosures required by generally accepted
.accounting principles. If the omitted disclosures were included with the financial statements, they
might influence the user’s conclusions about the Company’s results of operations. Accordingly,
these financial statements are not designed for those who are not informed about such matters.

The accompanying financial statements were compiled by us from financial statements that did not
omit substantially all of the disclosures required by generally accepted accounting principles and
that we previously reviewed as indicated in our reports dated May 7, 2010, May 29, 2008, and May
17, 2006.

Wethersfield, Connecticnt
September 29, 201



z

40481 M21A2T Sjugjunonde pue ssjou Suidueduorae sag

18L°GTES 0pr'LoT8 PILTIS 95('86% (r6£°052%)
(s89°070) (092°L57) (66S'¥17) (1s8'zL1) (zop'951)
99¥°0pS 007°S¢S ETFTrE LO6'0LT (626°¢8)
€ES'FOT'T LLY'E6TT L6Y'80T°Y SOT'SPE'T 190°6LC'T
666°0SL°1 LLY'B18] 079'D5S°1 TI0'6TF'T TEI'G61°1
BI'0LLY 1LTPPIS Z8L'EL6Y 0L0'T68'F 866'8LS Y
1811759 8V6'796°9 0r'pTsy 780°01€'9 OET'PLL'S
0Z1°726 9¢0°b99 066°€09 156'€9S Sﬂém
LSYITI LEO'EVE ELL'TEOL 790°CTT1 LT6T6ET
POPLBF'SS SLB‘SSE'SS 6£9°L88'VS 690°VZSFS SBT'LLEES
S002 900T L007 8007 6002

A4 Vg

00T Ydnoy 6007 ‘1€ 13qu9IA( PIpuY SITOX

W0OU] BUIIEY JO SIUIWIIEIS
{ouy *sasadiayug Wy uapjom) Jo K1BIpISgnS paumQ-AoyM v)
NOILVICdYO0D ANIVIAN DIIAYA

awodu] Sudey JON
(30u) asuadx7y 3sa10)u]
suopeadQ wodj awoduy
sasitadXy] aARBISIHIUPY PUE [BIIUID)
31J01J 55015
PauIET SINUIAIY JO §150))
aweou] upey [ejo],
2WedU] Spuny YO
puny Sudey Yord], jerdisunuo))

2UWOdUY HOISSILINO))



Simulcasting expense
Saluries racing

State of Maine expense

Deprecintion
General insurance
Contract services
Electricity

Salaries restaurant
Property taxes
Payroll taxes racing
Equipment repairs
Program expeuse
Amtote expense
Group Insurance

Promotions

Cost of food

Caost of alcohol
Fuel expense
Equipment expense
Trash dispasal

Operating expenscs - racing

Water expease

Payroll taxes restaurant

Sewer expense
Supplics

Laundry cxpense
Exceutive charges
Uniforms

Retail sales expense

DAVRIC MAINE CORPORATION

(A Wholly-Owned Subsidiary of Golden Arl Eaterprises, Inc.)
Costs of Racing Iucome

Years Ended December 31,2009 through 2005

DRAFT

2009 2008 2007 2006 2003
$928,422 31,018,561 51,041,822 31,081,497 51,056,356
824,909 884,158 876,510 850,233 693,170
824,699 939,565 1,002,619 1,066,898 1,072,517
277,524 188,302 188,096 187,732 156,562
207,805 207,339 203,687 193,061 195,874
196,680 186,279 199,369 203,267 180,989
161,652 157,471 162,083 203,158 162,981
124,358 209,237 236,620 254,678 237,511
122,106 120,319 117,688 98,402 115,930
102,392 110,380 111,733 109,244 97,108
102,021 86,123 75,331 122,962 109,949
101,423 100,667 112,112 105,505 98,864
99,573 110,166 114,908 136,445 136,458
91,397 88,081 115,874 99,481 68,353
81,057 78,892 43,335 9,052 6,505
79,131 91,999 93,610 130,419 117,861
" 68,200 69,976 66,148 77,066 63,680
46,077 62,333 60,147 43,742 47,494
43,002 52,053 31,179 33,479 31,504
27,786 30,593 25,146 23,731 22,770
19,929 20,232 19,443 17,355 15,225
16,942 15,803 13,288 11,071 12,149
12,324 22,031 24,456 26,896 26,182
7,534 9,842 10,463 8,980 7,290
5,995 12,213 14,315 22,837 20,435
2,562 7,719 6,887 10,745 5,443
2,072 8,321 5,479 11,719 6,297
1,426 1,785 639 - 2,564 613
0 630 795 52 4,111
$4,578,998 $4,891,070 $4,973,782 355,144,271 $4,770,182

See accompanying notes and accountants’ review report.
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Salaries
Professional fees
Advertising and promotion

Consulting fees
Telephone expense

Payroll taxes
Office supplies
Security services
Vehicle expense

Banlc charges
Depreciation and amortization
Miscellaneous

Dues and subscriptions
Liceunses and permits
Rent expense

Travel expense
Flea Marlet expenses

Sec accompanying notes and acconntanis’ review report.

DAVRIC MAINE CORPORATION
(A Wholly-Owned Subsidiary of Golden Ark Enterprises, Inc.)
General and Administrative Expenses

Years Ended December 31, 2009 through 2005

ORAFT

2009 2008 2007 2006 2005
$723,201 $662,101 $675,497 $741,494 $711,850
182,601 85,932 96,510 111,046 117,008
113,955 136,328 153,944 175,869 130,372
76,593 70,628 89,511 97,249 50,837
32,817 38,568 40,708 40,726 39,830
26,752 28,052 31,854 30,380 32,290
21,622 26,790 26,373 23,621 23,725
21,161 21,990 20,931 19,954 26,157
18,185 17,120 11,795 8,520 12,328
18,124 15,865 7,129 6,309 7,932
17,740 5,462 23,320 13,215 13,965
9,532 23,646 14,200 5,937 12,464
6,590 7,742 7,541 8,456 9,403
5,890 6,536 6,296 6,561 6,101
2,424 780 785 780 780
© 1,784 565 1,803 769 1,595
0 0 0 2,591 7,896
$1,279,061  $1,148,105  $1,208,197  $1,293477  §1,204,533

4
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TOTAL PARIMUTUEL REVENUE

Scarborough Downs

Paramutuel / Stipend Revenue Analysis

2002 - 2009

REVENUE + /- Cumulative +/-
2002 4,340,687.32
2003 4.171,927.60 (168,760) (168,760)
2004 4,240,828.56 68,901 (99,859)
2005 4,219,520.71 (21,308) (121,167)
2006 4,753,215.84 533,695 412,529
2007 4,557,453.66 (195,762) 216,766
2008 4 537,174.03 (20,280) 196,487
2009 4,213,036.94 (324,137) (127,650)
COMPONENT REVENUE SOURCES:
INTERSTATE WAGER
STRAIGHT EXOTIC TRACK
YEAR COMMISSION COMMISSION REVENUE Cumulative +/-
2002 1,113,472 3,044,064 264834526
2003 1,077,425 3,132,738 2,674,127.24 25,781.98
2004 1,137,975 3,171,783 2,742,799.31 94,454.05
2005 1,191,902 3,180,967 2,788,717.17 140,371.91
2006 1,128,453 3,139,489 2,716,421.51 68,076.25
2007 1,028,801 3,060,852 2,594,838.40 (53,506.806)
2008 971,360 2,833,575 2,418,377.80 (231,967 .46)
2009 803,019 2,466,297 2,071,346.18 (576,999.08)
ON -TRACK LIVE WAGER
STRAIGHT EXOTIC ® TRACK
YEAR HANDLE HANDLE REVENUE Cumulative +/-
2002 849,405 1,767,088 414,216.39
2003 769,927 1,561,505 368,828.50 (45,387.89)
2004 806,284 1,721,499 400,457.75 (13,758.64)
2005 680,993 1,445,020 336,751.40 (77,464.99)
2006 726,974 1,630,422 373,961.36 (40,255.04)
2007 542,707 1,277,760 289,158.48 (125,057.91)
2008 600,182 1,264,007 295,218.80 (118,997.59)
2009 585,193 1,285,978 296,667.50 (117,548.89)



OTB PARLOR WAGER

YEAR

2002
2003
2004
2005
2006
2007
2008
2009

OTB SIMULCAST FUND

YEAR

2002
2003
2004
2005
2006
2007
2008
2009

EXTENDED MEET FUND

STRAIGHT EXOTIC TRACK
HANDLE HANDLE REVENUE Cumulative +/-
285,131.00 831,081.00 88,235.17
234,432.00 701,154.00 73,955.86 (14,279.31)
240,171.00 673,087.00 72,193.49 (16,041.68)
213,415.00 549,043.00 60,275.64 (27,959.52)
205,994.00 499,318.00 55,759.97 (32,475.19)
126,297.00 337,866.00 36,693.28 (51,541.88)
133,223.00 367,268.00 39,5664 .43 (48,670.74)
121,865.00 347,039.00 37,066.76 (51,168.41)
RACINO COMMERCIAL MEET SUPPORT FUND
TRACK
REVENUE Cumulative +/-
111,657.00 111,657.00
943,037.00 943,037.00
1,032,773.00 1,032,773.00
1,222,062.00 1,222,062.00
1,391,927.00 1,391,927.00
TRACK
REVENUE Cumulative +/-
957,941.00
837,765.00 (120,176.00)
819,674.00 (138,267.00)
745,754.00 (212,187.00)
522,834.00 (435,107.00)
487,286.00 (470,655.00)
468,125.00 (489,816.00)
355,745.00 (602,196.00)
TRACK
REVENUE Cumulative +/-
85,368.00
79,736.00 (5,632.00)
76,237.50 (9,130.50)
64,311.00 (21,057.00)
50,482.50 (34,885.50)
40,093.00 (45,275.00)
30,955.00 (54,413.00)
22,221.00 (63,147.00)



COMMERCIAL MEET STIPEND FUND (CAPITAL IMPROVEMENT FUND)

TRACK

YEAR REVENUE Cumulative +/-
2002 146,581.50

2003 137,515.00 (9,066.50)
2004 129,466.50 (17,115.00)
2005 112,054.50 (34,527.00)
2006 90,719.50 (565,862.00)
2007 76,611.50 (69,970.00)
2008 64,871.00 (81,710.50)

2009 38,063.50 (108,518.00)



